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Thursday,  April  27,  Howard  Elliott,  President  and 
Chairman  of  the  New  York,  New  Haven  and  Hartford  Railroad 
Company,  appeared  before  the  Joint  Committee  on  Railways 
of  the  Legislature  of  the  Commonwealth  of  Massachusetts,  Sen- 
ator Clarence  W.  Hobbs  presiding,  to  present  his  testimony  upon 
the  recommendations  of  the  Massachusetts  Public  Service  Com- 
mission concerning  the  finances  and  the  general  condition  of  the 
New  Haven. 

The  report  and  recommendations  of  the  Public  Service  Com- 
mission were  made  in  accordance  with  an  Act  of  the  General 
Court  providing  for  an  investigation  of  the  capital  expenditures 
and  investments  of  the  New  Haven.  The  Commission  made 
eight  general  recommendations,  and  also  submitted  the  draft 
of  proposed  acts  relative  to  the  New  Haven.  The  Commission’s 
recommendations  were: 

1.  Require  the  New  Haven  Company  to  dispose 
of  certain  property,  chiefly  securities  of  other  companies, 
which  has  no  substantial  relation  to  its  railroad  system. 

2.  Require  the  dissolution  of  certain  subsidiary 
companies  and  provide  for  closer  public  control  and  a 
restricted  exercise  of  corporate  powers  in  the  case  of 
others. 

3.  Require  a reduction  in  the  book  value  of  certain 
securities. 

4.  Limit  dividends  upon  common  stock  until  the 
amount  of  these  reductions  in  book  value,  together  with 
all  losses  from  the  sale  of  securities,  shall  have  been 
offset  by  appropriations  from  earnings  or  by  direct  con- 
tributions of  the  stockholders. 

5.  Subject  to  the  foregoing  conditions,  authorize 
all  holdings  of  securities,  not  affected  by  the  decree  of 
the  federal  court,  which  have  not  previously  been  au- 
thorized by  Massachusetts. 

6.  Provide  that  the  statute  shall  not  go  into  effect 
until  it  has  been  accepted  by  formal  vote  of  the  directors 
of  the  company. 

7 . Provide  that,  if  any  of  the  stipulated  conditions 
are  not  perforrned,  the  charter  of  the  company  shall  be 
subject  to  forfeiture. 

8.  Amend  the  general  law  so  that  better  safe- 
guards against  action  contrary  to  the  laws  and  public 
policy  of  the  Commonwealth  will  be  provided  in  the 
future. 

These  recommendations  were  incorporated  into  the  draft 
of  the  proposed  acts,  and  a public  hearing  ordered  before  the 
Joint  Committee  on  Railways  of  the  General  Court. 

Mr.  Elliott’s  testimony,  given  below,  reviewed  the  acts  of 
the  Company  since  he  had  been  chief  executive  officer,  and  also 
gave  a detailed  account  of  the  policy  of  the  Company  in  matters 
relating  to  the  public  interest.  He  pointed  out  that  many  of 
the  specific  recommendations  of  the  Commission  had  already 
been  carried  out,  others  were  contemplated,  while  as  to  others 
the  directors  were  not  in  accord  with  the  findings  of  the  Com- 
mission. His  testimony  follows : 

“Mr.  Chairman  and  Gentlemen  of  the  Committee : 


“I  am  glad  to  have  an  opportunity  to  contribute  anything 
I can  to  a solution  of  this  difficult  question  which  is  presented 
to  all  New  England  and  to  your  Committee,  representing  the 
General  Court  of  the  Commonwealth  of  Massachusetts. 

- J^Mr».  Macleod,  Chairman  of  the  Public  Scj-wice  Commission, 
spoke  the  other  day,  of  the  Ne^  Ha?^n  situation,  and  autong^ 
other  things,  said : ■ 

“‘The  New  Haven  Railroad  Company,  of  course,  is 
with  us  to  stay.  It  is  an  important  and  an  essential 
part  of  the  commercial  life  of  the  State,  and  every  pos- 
sible effort  should  be  made  by  all  those  in  positions  of 
public  responsibility  to  see  that  that  company  is  made 
the  most  effective  instrument  of  commerce  that  it  is 
possible  for  it  to  become  by  wise  management  and  under 
wise  regulations.  In  our  judgment  the  time  has  now 
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'I  am  glad  to  have  an  opportunity  to  contribute  anything 
I can  to  a solution  of  this  difficult  question  which  is  presented 
to  all  New  England  and  to  your  Committee,  representing  the 
General  Court  of  the  Commonwealth  of  Massachusetts. 

®Ui‘Mr»  Macleod,  Chairman  of  ^the  Public  Sc^*vice  Commission, 
spoke  the  other  day,  of  the  Ne\V  Ha^n  sitUcPtion,  and  aiiron,"' 

other  things,  said: 

“ ‘The  New  Haven  Railroad  Company,  of  course,  is 
with  us  to  stay.  It  is  an  important  and  an  essential 
part  of  the  commercial  life  of  the  State,  and  every  pos- 
sible effort  should  be  made  by  all  those  in  positions  of 
public  responsibility  to  see  that  that  company  is  made 
the  most  effective  instrument  of  commerce  that  it  is 
possible  for  it  to  become  by  wise  management  and  under 
wise  regulations.  In  our  judgment  the  time  has  now 
come  when  we  should  try  to  put  the  past  behind  us  and 
to  turn  our  faces  towards  the  future  and  to  see  what- we 
can  do  to  help  this  company  out  of  a situation  for  which 
I believe  the  present  management  is  as  little  responsible 
as  are  the  members  of  the  Public  Service  Commission.’ 

“Mr.  Macleod  and  Mr.  Eastman,  both  speaking  for  the  Com- 
mission, expressed  the  helpful,  hopeful  spirit  of  the  situation, 
and  speaking  for  the  Directors  of  the  Company,  I want  to  ex- 
press to  the  Commission  our  thanks  for  the  very  thorough 
work  they  did  in  making  their  report,  and  for  some 
of  the  data  they  prepared  and  put  into  the  report,  which  has 
become  and  always  will  be  a useful  book  of  reference.  And  the 
Company  is  on  exactly  the  same  platform  that  Mr.  Macleod 
speaks  of,  for  the  Commission.  We  want  to  clear  up  this  sit- 
uation and  get  it  better.  Doubt  should  be  dissolved  and  dis- 
sipated. The  delay  in  settling  the  New  Haven  corporate  status 
has  been  most  unfortunate ; and  it  has  already  done  a great  deal 
of  harm,  and  further  delay  may  be  still  more  unfortunate.  I 
wish  to  say  that  the  present  Board  of  Directors,  and  the  man- 
agement of  the  New  Haven  Company,  want  to  go  just  as  far  as 
they  reasonably  can  in  being,  as  the  Chairman  of  the  Commis- 
sion expresses  it,  at  ‘peace  with  the  Commonwealth.  But 
want  to  also  point  out  that  the  Directors,  who  are  charged 
with  the  duty  of  representing  all  of  the  security  holders,  must, 
in  expressing  their  opinion  about  this  situation,  be  true  to  their 
trusts  to  those  security  holders,  and  to  the  interests  of  states 
other  than  Massachusetts,  because  they  are  the  real  trustees 
for  this  property  and  must  act  for  the  benefit  of  all  New  England. 

“The  management  also  agrees  with  what  Mr.  Macleod,  or 
Mr.  Eastman  said,  that,  ‘Forgetting  the  past  does  not  annul 
its  results;  and  we  agree  that  the  past  must  be  considered  and 
we  have  taken  it  into  account  in  our  efforts  to  shape  our  course, 
during  the  past  three  years,  and  in  our  plans  for  the  future. 

“In  saying  this,  however,  it  is  not  unfair  to  point  out  that 
continuous  punishment  of  this  property  for  past  sins  may  re- 
sult in  hurting  this  Commonwealth  as  much,  if  not  more,  than 
the  Company  itself  and  its  owners,  and  may  be  instrumental  in 

hurting  all  New  England. 

“If  the  various  things  which  the  Commission  recommends 
after  a year’s  investigation  should  be  done  to  clarify  the  situa- 
tion— if  the  Commission  is  right  in  their  recommendations,  some 
of  those  things  should  be  done  because  they  are  right,  and  the 
Commission  should  not  ask  the  Company,  the  management,  and 
its  trustees  to  pay  a price  for  doing  those  things,  which  price  may 
be  unnecessary,  and  may  defeat  the  very  ends  to  which  the  Com- 
missioners of  Massachusetts  and  the  officers  are  jointly  striv-^ 
ing,  namely,  the  effort  to  clear  up  the  situation. 

“Mr.  Macleod  and  others  have  said  a great  deal  about  the 
policy  of  the  New  Haven  Company,  and  I want  to  refresh  your 
minds  by  reading  the  statement  issued,  after  very  careful  con- 
sideration, by  the  Directors  of  the  Company,  February  9,  1915. 
I repeat,  a good  deal  of  consideration  was  given  to  that  state- 
ment before  it  was  adopted  by  the  Directors.  It  was  not  lightly 
made.  It  was  made  with  the  intention,  so  far  as  the  Directors 
had  the  power,  of  carrying  out,  carefully  and  thoroughly,  every 
statement.  The  statement  is  as  follows : 

“ ‘The  policy  of  the  Company  is  to  conserve  its 
present  properties  so  far  as  it  can  and  not  to  acquire 
new  properties.  To  simplify  its  corporate  organization 
as  rapidly  as  it  can  and  to  reduce  the  number  of  cor 
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porations  holding  its  various  assets,  so  that  the  public 
and  public  authorities  can  understand  clearly  the  assets 
and  liabilities  of  the  New  Haven  Company  considered 
as  a whole.  It  will  be  necessary,  however,  from  time  to 
time,  for  the  New  Haven  Company  to  protect  its  in- 
vestment in  some  of  the  subordinate  companies  by  mak- 
ing advances  for  payment  of  interest  and  for  additions, 
improvements  and  betterments  pending  the  sale  of  the 
properties. 

“ ‘In  a road  as  large  as  the  New  Haven,  and  occupy- 
ing so  populous  a territory,  the  demand  for  new  capital 
for  additions  and  improvements  on  the  existing  prop- 
erty is  very  great,  and  in  the  next  ten  years  a great 
many  millions  of  dollars  should  be  spent  in  putting  the 
property  in  a position  to  do  its  work  with  the  greatest 
safety,  efficiency  and  economy.  Should  the  States  of 
Massachusetts,  Rhode  Island  and  Connecticut  grant  the 
request  now  made  for  laws  that  will  permit  some  better 
plan  for  obtaining  new  capital  from  the  investing  public, 
the  requirements  of  the  laws  of  those  States  will  be  com- 
plied with  strictly  in  the  issue  of  any  securities  so  that 
there  may  be  no  doubt  about  the  legality  and  validity 
of  such  new  issues.  All  new  securities  will  be  issued 
in  accordance  with  the  laws  now  in  existence  as  amend- 
ed by  those  now  proposed,  and  the  policy  of  the  Com- 
pany will  be  to  use  the  money  so  obtained  by  the  sale 
of  such  securities : 

“‘1.  To  satisfy  its  floating  debt; 

“ ‘2.  To  make  needed  physical  improvements  on 
the  New  Haven  Road; 

“ ‘3.  To  advance  the  minimum  amount  necessary 
to  companies  in  which  it  now  has  an  interest,  but  which 
it  hopes  to  sell  at  some  future  time. 

“ ‘And  it  will  be  the  policy  of  the  Company  to : 

“ ‘4.  Sell  its  so-called  outside  properties,  securities 
and  real  estate  not  essential  to  the  property,  and  to  use 
the  proceeds  in  reducing  the  liabilities  of  the  Company 
or  in  making  needed  improvements  to  its  physical  prop- 
erty, thus  reducing  the  necessity  for  new  capital. 

“ ‘5.  Not  to  acquire  any  interest  in  properties  and 
business  other  than  those  which  are  directly  and  clearly 
necessary  to  the  transportation  companies,  which  under 
the  laws  of  the  United  States,  Massachusetts,  Connecti- 
cut and  Rhode  Island,  it  is  allowed  to  hold  and  operate. 

“ ‘6.  To  attend  closely  to  the  business  of  transporta- 
tion and  to  conduct  it  so  as  to  keep  capital  requirements 
to  a minimum,  and  to  promote  in  every  reasonable  way 
safety,  efficiency  and  economy,  and  to  furnish  good  ser- 
vice to  the  public.’ 

“Now,  as  evidence  of  what  the  Directors  of  the  Company 
endeavored  to  do  to  carry  out  that  declaration,  and  what  it  has 
done  in  the  last  two  years  or  so,  let  me  call  to  your  attention 
one  or  two  things. 

“The  Public  Service  Commission,  in  Document  1765,  said 
a year  ago  in  one  of  their  reports : 

“ ‘If  the  Company  asks  the  Legislature  of  Connec- 
ticut to  make  these  changes,  we  can  conceive  of  no 
sound  reason  why  that  State  should  insist  upon  con- 
tinuing in  force  powers  and  privileges  which  the  Com- 
pany admittedly  does  not  want  and  does  not  need.  If 
Massachusetts  goes  so  far  as  to  validate  stock  here- 
tofore issued  in  violation  of  pur  laws  and. to  authorize.  

the  funding  of  floating  debt  heretofore  incurred  for  pur- 
poses which  may  have  been  unlawful  under  our  statutes, 
it  is  not  unreasonable  for  Connecticut  to  meet  us  part 
way  by  depriving  the  Company  of  entirely  superfluous, 
but  dangerous,  powers  and  privileges.  We  are  confident 
that  the  legislators  of  that  State  would  take  this  reason- 
able view,  and  we  believe  that  the  Massachusetts  Gen- 
eral Court,  in  dealing  with  the  question  of  special  legis- 
lation in  this  State,  may  properly  be  guided,  to  an  ex- 
tent, by  the  willingness  of  the  Directors  of  the  Company 
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“ ‘If  the  Company  asks  the  Legislature  of  Connec- 
ticut to  make  these  changes,  we  can  conceive  of  no 
sound  reason  why  that  State  should  insist  upon  con- 
tinuing in  force  powers  and  privileges  which  the  Com- 
pany admittedly  does  not  want  and  does  not  need.  If 
Massachusetts  goes  so  far  as  to  validate  stock  here- 
tofore issued  in  violation  of  pur  laws  andwto  authorize 

the  funding  of  floating  debt  heretofore  incurred  for  pur- 
poses which  may  have  been  unlawful  under  our  statutes, 
it  is  not  unreasonable  for  Connecticut  to  meet  us  part 
way  by  depriving  the  Company  of  entirely  superfluous, 
but  dangerous,  powers  and  privileges.  We  are  confident 
that  the  legislators  of  that  State  would  take  this  reason- 
able view,  and  we  believe  that  the  Massachusetts  Gen- 
eral Court,  in  dealing  with  the  question  of  special  legis- 
lation in  this  State,  may  properly  be  guided,  to  an  ex- 
tent, by  the  willingness  of  the  Directors  of  the  Company 
to  seek  these  changes  in  the  law  of  Connecticut.’ 

“The  Company  voluntarily  went  to  Connecticut,  laid  the 
matter  before  the  Legislature,  and  the  following  bill  at  our  re- 
quest was  passed : The  first  section  is  as  follows : 

“ ‘The  New  York,  New  Haven  & Hartford  Railroad 
Company  shall  not  hereafter  exercise  or  possess  any  of 
the  rights,  privileges,  powers  or  franchises  possessed  by 
the  Consolidated  Railway  Company  prior  to  the  merger 
of  the  New  York,  New  Haven  & Hartford  Railroad 
Company  with  the  Consolidated  Railway  Company, 

May  31,  1907,  except  such  as  are  possessed  at  the  time 
of  the  passage  of  this  act  and  are  reasonably  required 
(a)  for  the  operation,  maintenance,  or  improvement  of 
any  property  which  it  then  owns  or  operates,  (b)  for 
the  sale,  transfer,  or  other  disposition  of  any  property 
which  at  such  time  it  owns,  operates  or  controls,  includ- 
ing privileges,  powers,  and  franchises  incident  to  the 
operation  of  such  property,  or  (c)  in  connection  with 
the  generation,  transmission  and  application  of  elec- 
tricity for  use  in  the  operation  of  its  railroad,  and  ex- 
cept as  herein  otherwise  provided.’ 

“In  other  words,  the  Connecticut  Legislature  met  the  re- 
quest of  Massachusetts  as  voiced  by  the  Company,  and  we  may 
now  very  properly  ask  you  to  adopt  the  platform  laid  down 
by  your  Commission  a year  ago,  that  the : 

“ ‘Massachusetts  General  Court,  in  dealing  with  the 
question  of  special  legislation  in  this  State,  may  prop- 
erly be  guided,  to  an  extent,  by  the  willingness  of  the 
Directors  of  the  Company  to  seek  these  changes  in  the 
law  of  Connecticut.’ 


“The  policy  of  the  State  cannot  be  determined  by  a Rail- 
road Commission.  The  Commission  may  suggest,  but  the  policy 
of  the  State  must  be  determined  by  the  Legislature,  and  by  the 
Executive,  and  it  must  reflect  the  situation  from  time  to  time 
as  it  appears  to  the  Legislature  and  the  Governor. 

“Now,  some  of  these  things  the  Commission  recommend 
in  their  report  cannot  be  accomplished  without  the  voluntary 
consent  of  the  Company,  and  the  Directors  must  consider  their 
business  relations  to  other  States,  and  the  Federal  Government; 
and  also  they  must  consider  their  duties  as  trustees  to  the  people 
they  are  trying  to  serve  in  all  the  territory  occupied  by  the  road. 

“I  believe  I am  perfectly  safe  in  saying,  and  the  Commis- 
sion will  agree  with  me,  that  we  of  the  Company  have  shown 
by  our  acts  a high  respect  for  the  Public  Service  Commission 
of  Massachusetts,  and  we  have  tried  to  have,  and  I believe  we 
have  had,  the  frankest  relations,  and  furthermore,  we  have  tried 
to  furnish  to  the  Commission  every  scrap  of  information  that 
would  enable  them  in  any  way  to  throw  every  particle  of  light 
on  the  situation,  in  the  effort  to  bring  it  to  a conclusion. 

“The  management,  therefore,  cannot  be  charged  with  any 
animus  against  Massachusetts  or  the  Commission  if,  fin 
its  efforts  to  bring  about  a proper  solution  of  the  problems, 
it  presents  to  this  Committee,  and  through  you  to  the  General 
Court,  certain  facts  and  certain  opinions  as  to  why,  in  the  judg- 
ment of  the  Company,  some  of  the  suggestions  of  the  Com- 
mission should  not  be  given  the  force  of  law.  There  is  great 
responsibility  resting  upon  this  Legislative  Committee,  because, 
as  I have  said,  the  policy  of  a great  State  cannot  be  framed  by 
any  one  Commission,  no  matter  how  able.  That  policy,  I repeat, 
must  be  framed  by  the  Legislature  and  by  the  Executive,  and 
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there  is  a heavy  responsibility  resting  upon  this  Committee  as 
to  what  is  the  sound  policy  for  the  future,  in  order  to  aid  New 
England  transportation  agencies. 

“I  am  willing  to  admit,  and  many  others  are  willing  to 
admit,  that  Massachusetts  has  had  in  the  past  some  reasons  for 
feeling  that  the  management  was  not  to  be  trusted,  and  that 
it  was  unwise  in  the  past  not  to  consider  certain  things,  but  as 
we  consider  the  present  and  the  future,  I believe  this  legislative 
committee  should  weigh  the  present  management  of  the  Com- 
pany to  see  whether,  based  upon  the  present  policy  I have  just 
read,  it  is  worthy  of  the  confidence  of  Massachusetts  and  of 
New  England. 

“If  the  General  Court  of  the  Commonwealth  believes  the 
present  Board  of  Directors  and  managers  are  sincerely  trying: 

“First,  to  serve  the  public  in  transporting  passeng- 
ers and  freight ; 

“Second,  to  increase  the  facilities  for  performing 
such  transportation,  and  to  extend  their  ability  therefor ; 

“Third,  to  rehabilitate  the  property  and  re-establish 
its  credit; 

“Fourth,  to  earn  at  some  future  time  for  its  stock- 
holders— 46  per  cent,  of  which  stock  is  held  here  in 
Massachusetts  by  Massachusetts  citizens — a fair  return 
upon  their  investment,  there  will  be  less  difficulty  in 
dealing  with  this  report  and  this  situation,  and  in  getting 
appropriate  legislation  to  settle  the  matter,  than  if  we, 
on  either  side,  approach  it  with  minds  filled  with  sus- 
picion. 

“A  statement  of  what  the  Company  has  done  will,  we  be- 
lieve, entitle  it  fairly  to  the  confidence  of  the  General  Court. 
If  that  confidence  is  given,  and  the  management  is  trusted,  we 
believe  the  Company  will  the  more  quicMy  and  efficiently  re- 
habilitate itself  than  if  the  management  is  hampered  and  hin- 
dered by  inflexible  legislation,  calculated  to  restrain  the  Di- 
rectors and  officers  in  the  exercise  of  a wise  discretion.  What- 
ever is  done,  the  Company  will  be  subject  to  the  jurisdiction 
of  the  Massachusetts  General  Court,  and  if  it  should  in  any 
way  fail  to  carry  out  the  policy  as  adopted  by  the  Directors, 
the  Courts  and  the  General  Court  have  full  power  to  act. 

“The  Commission,  in  their  report,  on  page  82,  say: 

“ ‘Summing  it  up,  the  Commission  is  of  the  opinion 
that  the  Commonwealth  has  not  lost  by  delay  or  neglect 
any  of  the  sovereign  powers  which  it  ever  possessed 
with  respect  to  the  New  Haven  Company  and  its  un- 
authorized acts.  Nor  have  these  acts  in  any  way  been 
sanctioned  or  ratified  by  action  of  the  General  Court  or 
of  any  other  public  authority  of  the  Commonwealth.* 

“If  the  Commonwealth  has  not  lost  those  powers,  it  can 
exercise  them  whenever  there  is  evidence  that  the  New  Haven 
is  slipping  back  and  doing  things  that  are  not  wise.  So,  I 
repeat,  that  if  the  recommendations  of  things  to  be  done  are 
sound,  they  should  be  given  effect  without  exacting  a penalty 
that  is  of  doubtful  value.  Without  attempting  in  any  way, 
by  my  recital  of  what  has  happened  in  the  last  two  or  three 
years,  in  carrying  out  the  Company’s  policy,  to  ask  any  credit 
for  the  Board  or  for  myself,  for  we  have  only  been  doing  our 
duty  as  we  see  it,  I do  desire  to  call  your  attention  to  what 
has  been  done. 

“The  present  Board,  as  you  probably  know,  is  made  up  of 
men  who  are  unselfishly  trying  to  cure  a very  difficult  and  an 
almost  dreadful  situation.  They  have  been  at  work  at  con- 
siderable self-sacrifice  and  pers<;)nal  discomfort  for  something 
over  two  years,  and  I have  been  an  executive  officer  about  two 
and  a half  years.  Within  that  period,  and  facing  very  com- 
plicated conditions,  first,  a very  poor  business  condition 
throughout  the  country,  and  then  the  unusual  conditions 
produced  by  the  foreign  complications,  the  Directors,  and  the 
management  have  successfully  carried  out  the  very  unusual  dis- 
solution, the  unscrambling  process,  which  at  the  time  seemed 
likely  to  wreck  the  entire  transportation  machinery  of  New  Eng- 
land. It  was  a very  difficult  task,  yet  it  was  carried  through. 
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throughout  the  country,  and  then  the  unusual  conditions 
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management  have  successfully  carried  out  the  very  unusual  dis- 
solution, the  unscrambling  process,  which  at  the  time  seemed 
likely  to  wreck  the  entire  transportation  machinery  of  New  Eng- 
land. It  was  a very  difficult  task,  yet  it  was  carried  through. 

“It  took  a great  deal  of  time  to  perform  that  task.  It  will 
take  a great  deal  of  time  to  recover  from  such  a staggering 
blow,  thus  to  change  the  entire  corporate  structure  of  so  large 
a piece  of  machinery.  I may  add  that  the  trustees  of  the  Con- 
necticut Company,  the  trolleys,  took  the  management  over  bodily 
and  have  made  practically  no  change  in  it.  The  trustees  took 
it  over  as  the  New  Haven  organized  it,  and  they  have  let  that 
management  stay  on  its  own  feet.  The  same  thing  is  true  of 
the  Rhode  Island  organization.  We  were  doing  our  best  to  give 
the  Boston  & Maine  an  independent  management  and  a workable 
organization.  You  know  how  long  it  takes  to  bring  those 
things  to  a satisfactory  conclusion.  The  Boston  & Maine  trus- 
tees have  been  working  as  hard  as  possible  for  a year  past,  and 
they  have  not  yet  reached  a solution  of  the  problem.  Undoubt- 
edly it  will  take  another  year. 

“The  Directors  of  the  New  Haven  have  tried  to  do  all  they 
could  to  avoid  a crash  in  their  affairs.  The  Directors  in  the 
period  from  June  30,  1914,  to  and  including  May  1,  1916,  will 
have  reduced  the  floating  debt  of  the  New  Haven  Road  $10,- 
528,000.  That  will  be  accomplished  by  Saturday  next,  when 
we  pay  $2,000,000  of  the  present  notes  of  $27,000,000. 

“The  Directors  have  preserved  the  corporate  status  of  the 
Company,  as  I pointed  out,  and  we  have  already  taken  quite  a 
number  of  steps  to  clear  up  some  of  the  difficulties,  by  simpli- 
fying our  accounts,  and  by  getting  rid  of  some  of  the  cor- 
porations. 

“We  have  sold  real  estate  and  put  the  cash  into  the  treas- 
ury, amounting  to  $838,000. 

“We  have  sold  treasury  securities,  and  got  the  cash,  amount- 
ing to  $2,456,499. 

“We  have  sold  unusable  material,  second-hand  material, 
etc.,  to  the  amount  of  $1,489,546,  and  that  money  has  been  put 
into  the  Company. 

“The  Directors  have  tried  to  be  prudent  and  careful  in  the 
management.  In  the  twenty  months,  from  July  1,  1914,  to  Feb- 
ruary 29,  1916,  there  was  an  increase  in  earnings  of  $5,147,000. 
Without  skimping  on  maintenance  at  all,  there  was  a 
decrease  in  expenses  in  those  twenty  months  of  $1,675,000,  re- 
sulting in  an  increase  of  $6,822,000  in  net  earnings,  all  of  which 

has  gone  into  the  property,  either  to  reduce  debts  or  to  make 
improvements. 

“The  Company,  in  its  efforts  to  give  better  service  to  the 
public,  and  in  the  interest  of  greater  safety,  has  within  the  last 
twenty  months  bought  or  contracted  for,  partly  by  the  sale  of 
equipment  notes,  1,236  new,  modern  pieces  of  equipment  at  a 
cost  of  $10,500,000. 

^'The  signal  work  of  the  Company,  one  of  the  most  im- 
portant things,  was  not  in  the  condition  some  of  us  thought  it 
should  be.  We  have  been  diligent  in  our  efforts  to  improve  it, 
and  in  the  last  two  and  a half  years  we  have  spent  or  authorized 
the  expenditure  of  $2,668,000,  for  the  most  modern  signals  which 
the  human  mind  has  yet  devised,  and  some  have  been  already 
installed.  That  recites  some  of  the  important  work  done. 

“Among  other  things  this  management  has  undertaken  is 
that  of  putting  heavy  stone  ballast  on  its  main  line,  increasing 
the_  weight  of  its  rail,  and  rehabilitating  its  structures,  some  of 
which,  I am  informed,  had  not  been  painted  in  twenty  years 

A year  ago  we  had  5,000  freight  cars  not  fit  to  run ; todav  we 
have  but  1,500. 


“Another  very  important  work  we  have  undertaken  is  the 
building  of  a modern  bridge  across  the  Thames  River,  at  an 
expense  of  $2,500,000.  And,  by  the  way,  that  work  went  to  a 
Boston  firm,  Holbrook,  Cabot  & Rollins. 

“We  have  authorized  for  freight  yards,  side  tracks,  and 
ballast,  over  $1,300,000,  and  over  $800,000  for  miscellaneous 
minor  improvements.  The  amounts  involved  total  $3,685,000,  in 
addition  to  what  I have  already  told  you  about  equipment. 

“Now,  these  are  large  sums  of  money  ,and  yet  they  are 
absolutely  essential  to  the  welfare  of  the  New  Haven  trans- 
portation system  if  it  is  to  serve  the  public  as  it  should  be 
served.  The  Directors  have  certain  duties  and  powers  and  re- 
sponsibilities. So  have  the  Railroad  Commissioners,  but  the 
Directors  and  not  the  Commissioners  are  held  legally  responsible 
for  the  results.  These  Directors  are  selected  by  the  stockhold- 
ers, and  they,  and  not  the  Commissioners,  are  the  managers  of 
the  property,  and  they  should  be  left  to  use  a wise  discretion 
as  to  some  of  the  matters  suggested  in  this  report.  There  are 
also  at  the  present  time  great  difficulties  of  operation  to  which 
these  Directors  and  managers  are  addressing  themselves. 

“Then,  we  have  this  great  congestion  of  freight  confronting 
us.  We  have  had  great  delay  in  getting  deliveries  of  the  new 
equipment  ordered;  of  the  thirty-three  large  locomotives  con- 
tracted for  delivery  in  January  we  have  received  about  half. 

“Five  hundred  new  coal  cars  were  promised  in  April.  We 
do  not  know  when  we  will  get  them;  the  contractors  told  us 
yesterday  they  could  not  give  us  a definite  time. 

“We  have  had  to  meet  the  increased  price  of  labor  and 
materials  and  all  the  other  complicated  questions  of  manage- 
ment. How  difficult  that  is  is  shown  by  this  fact:  the  gross 
earnings  of  the  Company  for  December,  January,  February  and 
March  increased  nearly  $4,300,000.  Those  were  the  largest  earn- 
ings for  those  particular  months,  in  the  history  of  the  Company. 
Those  earnings  measured  the  service  rendered  by  the  Company 
to  the  public,  and,  as  I say,  they  were  the  largest  in  the  history  of 
the  Company,  despite  the  conditions  of  unfavorable  weather  and 
storms. 

“What  was  the  result?  The  management  in  an  earnest 
effort  to  serve  the  people  of  New  England  and  to  give  the  manu- 
facturers the  wherewithal  to  bring  in  their  raw  material  and  to 
take  out  the  finished  product,  spent  that  $4,300,000,  and  nearly 
$1,000,000  more ; so,  we  would  have  been  better  off,  if  you  look  at 
it  in  a material  way,  if  we  had  had  no  increase  in  our  business. 
We  had  a balance  on  the  1st  of  December,  1915,  over  our  fixed 
charges  of  $3,332,000,  and  on  the  1st  of  April  we  had  $2,414,000, 
so  that  we  had  sustained  a loss  of  $918,000.  Now,  the  Directors 
have  to  take  up  these  new  problems  and  use  a wise  discretion  in 
dealing  with  them,  and  at  the  same  time  give  attention  to  the 
need  of  putting  by  a little  to  pay  their  debts. 

“We  had  thirty-five  strikes,  nearly  forty,  including  those 
of  the  last  few  days,  in  that  period.  These  things  indicate  the 
great  difficulties  surrounding  the  transportation  business  in  the 
United  States,  particularly  in  New  England,  and  show  that 
the  railroad  must,  as  fast  as  it  can  get  the  money,  add  to  its 
fadilities.  On  the  other  hand,  the  people  who  receive  the 
freight  must  do  their  share  to  aid  the  Company,  by  expediting 
deliveries  as  they  are  tendered. 

“In  twenty  days  in  April  the  Railroad  Company  had  set  on 
side-tracks  and  in  other  places  for  unloading  an  average  of  13,000 
loaded  freight  cars  a day;  and  the  highest  number  unloaded 
and  taken  away  on  one  day  was  4,911  cars,  while  the  daily  average 
was  less  than  4,500.  You  can  thus  see  that  the  facilities  to  handle 
freight  received  must  be  developed,  if  New  England  is  to  grow, 
just  as  the  facilities  to  transport  the  freight  over  the  New' 
Haven  Railroad  must  be  developed. 

“I  have  said  that  some  damage  has  happened  by  the  year’s 
delay  in  the  matter  of  remedial  legislation,  and  I will  tell  you 
why  I think  so.  If  Massachusetts  had  acted,  we  believe 
we  could  have  produced  within  the  last  twelve  months  a per- 
manent financial  plan  that  would  have  been  satisfactory  to  the 
stockholders  and  would  have  been  accepted  by  the  public.  This 
plan  would  have  funded  part  of  the  burdensome  debt  hang- 
ing over  the  "" 
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“I  have  said  that  some  damage  has  happened  by  the  year’s 
delay  in  the  matter  of  remedial  legislation,  and  I will  tell  you 
why  I think  so.  If  Massachusetts  had  acted,  we  believe 
we  could  have  produced  within  the  last  twelve  months  a per- 
manent financial  plan  that  would  have  been  satisfactory  to  the 
stockholders  and  would  have  been  accepted  by  the  public.  This 
plan  would  have  funded  part  of  the  burdensome  debt  hang- 
ing over  the  Company,  and  would  have  left  it  free  to  use  all 
its  assets  and  surplus  earnings  for  betterments  and  improve- 
ments. 

“There  is  a responsibility  resting  on  you  gentlemen,  to 
consider  the  stockholders  of  Massachusetts.  There  were  on 
January  1st,  553,000  shares  of  the  New  Haven  stock  held  in 
Massachusetts,  which  is  about  35  per  cent,  of  all  the  stock. 
There  were  12,250  individuals  holding  that  stock,  residents  of 
Massachusetts,  or  46  per  cent,  of  all  the  stockholders  of  the 
Company.  They  are  your  citizens,  your  supporters,  and  they 
are  entitled  to  your  consideration,  and  you  represent  them  as 
well  as  the  Commission,  in  determining  what  is  a sound  policy 
with  which  to  go  on,  and  build  up  the  New  Haven  Road. 

“We  need  the  cash.  We  need  to  establish  the  Company’s 
credit,  and  this  plan  submitted  by  the  Commission  must  be 
viewed  from  the  standpoint  of  whether  it  meets  the  needs  of 
the  Company.  You  cannot  make  the  investor  invest,  because 
he  is  the  final  person  to  decide  whether  he  will  or  not.  There 
is  a great  national  question  involved  here,  and  a great  re- 
sponsibility is  upon  you. 

“Now,  I have  discussed  this  report  of  the  Commission  with 
the  idea  of  trying  to  show  to  this  Committee  that  these  Di- 
rectors and  this  management  are  entitled  to  a fair  considera- 
tion. You  should  exercise  the  greatest  care  lest  you  embarrass 
them  in  the  free  exercise  of  their  wise,  business  judgment.  We 
have  the  highest  regard  for  the  opinions  expressed  by  the  Pub- 
lic Service  Commission  in  this  and  other  States,  but  we  ask 
that  the  same  regard  be  given  to  the  opinions  expressed  by  these 
Directors  who  are  unselfishly  acting  for  the  good  of  all  New 
England.  And  it  might  be  said,  discussing  the  past,  that  the 
stockholders  of  this  Company  have  had  a pretty  severe  lesson. 
They  are  going  to  be  more  careful  as  to  what  they  do  in  future. 
The  Directors  have  had  a pretty  severe  lesson,  and  I believe 
there  is  a higher  sense  of  business  ethics  in  corporate  manage- 
ment now  than  there  was  a few  years  ago,  and  in  private  busi- 
ness the  standards  are  also  higher. 

“After  my  general  statement  I wish  now  to  take  up  some- 
what in  detail  some  of  the  bills  proposed,  section  by  section. 

“The  Directors  of  the  Company  naturally  agree  that  the 
properties  and  the  securities  named  in  Section  1 should  be  re- 
tained as  a part  of  the  New  Haven  system,  but  we  believe 
if  it  is^  right  to  hold  those  securities,  and  we  assume  that  the 
Commission  thinks  it  is,  that  that  right  should  not  be  made 
dependent  on  certain  things  mentioned  later  in  the  Act,  some 
of  which,  as  I will  point  out  later,  we  think  unwise,  and  will 
not  produce  the  effect  which  perhaps  the  Commission  thinks 
they  will,  in  increasing  the  stability  of  the  Company,  and  im- 
proving its  credit. 

“The  Commission  recommends  that  the  Company  retain  the 
following  properties,  but  gives  the  Attorney-General  of  the  Com- 
monwealth of  Massachusetts  unusual  powers  over  the  directors 
in  the  matter  of  their  management : 

Boston  and  Providence  Railroad  Corporation, 

Central  New  England  Railway  Company, 

Hartford  and  Connecticut  Western  Railroad  company. 
The  Harlem  River  and  Port  Chester  Railroad  Company, 
Holyoke  and  Westfield  Railroad  Company, 

New  York  Connecting  Railroad  Company, 

New  York,  Ontario  & Western  Railway  Company, 

New  York,  Westchester  and  Boston  Railway  Company, 
Norwich  and  Worcester  Railroad  Company, 

Old  Colony  Railroad  Company, 
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Providence  and  Worcester  Railroad  Company, 

Providence,  Warren  and  Bristol  Railroad  Company, 

Wood  River  Branch  Railroad  Company. 

“The  Attorney-General,  it  is  pointed  out,  would  have  to  act. 

The  Commissioner’s  report  recommends  this  duty  to  be  put  upon 
him : 

“ ‘If  it  appears  to  the  Attorney-General  at  any  time 
that  there  has  been  any  such  failure  to  perform  said 
duties,  he  shall  institute  proceedings  for  such  dissolution 
and  for  the  proper  disposition  of  the  assets  of  said  com- 
pany.’ 

“That  is  giving  a very  great  power  to  someone  in  the 
future  to  do  something  that  may  result  in  irreparable  damage 
to  the  Company,  and  gives  him  no  discretion  in  the  exercise  of 
that  power. 

“It  is  further  recommended  by  the  Commission  that  within 
three  years  from  the  1st  of  next  July,  the  Company  shall  dis- 
pose absolutely  of  certain  specific  items  of  property  as  follows : 

“ ‘The  Chicago  & Eastern  Illinois  Railroad  Com- 
pany, $22,000  of  bonds  of  that  Company  which  were 
bought  a few  years  ago,  when  the  New  Haven  had  more 
surplus  cash  apparently  than  it  has  now,  and  which 
were  bought  with  a view  to  creating  a reserve  for  fire 
insurance.  The  same  is  true  of  the  Chicago,  Rock 
Island  & Pacific  Railway  Company,  $38,000  of  bonds. 
Those  two  companies  are  now  in  the  hands  of  receiv- 
ers, and  what  should  be  the  wise  thing  to  do  with  these 
securities  no  one  at  the  present  time  knows. 

“ ‘The  City  Lumber  & Coal  Company  is  a note  of 
$15,000,  taken  a few  years  ago,  and  it  has  now  been 
reduced  to  $5,000,  and  that,  we  believe,  will  be  paid  in 
a few  months. 

“ ‘Conway  Electric  Street  Railway  Company  is  a 
small  item  of  $875,  which  we  would  be  glad  to  sell  if 
there  was  a purchaser.  It  would  seem  unfortunate  to 
make  our  right  to  hold  the  securities  and  properties 
mentioned  in  Section  1 contingent  upon  our  failure  to 
sell  within  three  years  $875  worth  of  property  in  the 
Conway  Electric  Street  Railway  Company. 

“ ‘C.  W.  Kelsey  Manufacturing  Company,  a note 
of  $179.18,  taken  for  a bad  debt.  We  hope  to  collect 
that  in  a reasonable  time. 

“ ‘The  Housatonic  Power  Company  is  a large  and 
powerful  company,  and  Mr.  Buckland,  President  of  that 
company  and  a Vice-President  of  the  New  Haven,  will 
tell  you  about  that  later. 

“ ‘The  Iron  Works  Aqueduct  and  Water  Company  is 
$100  for  a bad  bill  which  we  hope  to  collect  in  due  time. 

“ ‘La  Spina-Morris  Cut  Stone  Company  is  $2,450, 
which  we  hope  to  get  in  at  some  time. 

“ ‘The  Massachusetts  Automobile  Club  Trust  debt  is 
for  $90,000,  and  represents  a mortgage  on  the  Park 
Square  Realty  Company.  Part  of  the  property  was  sold 
and  we  took  that  cash  and,  as  was  natural  in  a real  estate 
transaction,  we  took  a promise  to  pay  for  the  balance. 

We  have  been  trying  to  sell  that  for  some  time,  believ- 
ing it  better  for  someone  else  to  hold  the  mortgage  than 
ourselves,  but  we  have  not  succeeded  in  finding  a buy- 
er. The  same  may  be  said  of  the  Park  Square  Theatre 
Company. 

“ ‘The  Shearer  Realty  Trust  has  been  paid  up  in 
full  and  is  off  the  list. 

“ ‘The  Narragansett  Pier  Company  is  a very  compli- 
cated situation,  in  Rhode  Island,  which  I will  ask  Mr. 
Buckland  to  mention  when  he  speaks. 

“ ‘The  New  Haven  & Derby  Railroad  and  the  Nau- 
gatuck Railroad  Company  bonds  have  already  been  sold 
and  the  cash  put  into  the  treasury. 

“ ‘The  Pawtuxet  Valley  Electric  Street  Railway 
Company  represents  $38,000  of  4 per  cent,  bonds,  and 


transaction,  we  took  a promise  to  pay  for  the  balance. 
We  have  been  trying  to  sell  that  for  some  time,  believ- 
ing it  better  for  someone  else  to  hold  the  mortgage  than 
ourselves,  but  we  have  not  succeeded  in  finding  a buy- 
er. The  same  may  be  said  of  the  Park  Square  Theatre 

Company. 

“‘The  Shearer  Realty  Trust  has  been  paid  up  in 
full  and  is  off  the  list. 

“ ‘The  Narragansett  Pier  Company  is  a very  compli- 
cated situation,  in  Rhode  Island,  which  I will  ask  Mr. 
Buckland  to  mention  when  he  speaks. 

“ ‘The  New  Haven  & Derby  Railroad  and  the  Nau- 
gatuck Railroad  Company  bonds  have  already  been  sold 
and  the  cash  put  into  the  treasury. 

“ ‘The  Pawtuxet  Valley  Electric  Street  Railway 
Company  represents  $38,000  of  4 per  cent,  bonds,  and 
we  have  been  trying  to  sell  them,  but  we  cannot  find  a 
buyer. 

“ ‘The  Pennsylvania  Railroad  Company,  1,158  shares 
— those  were  bought  for  the  same  reason  as  the  Chicago 
& Eastern  Illinois,  and  the  Chicago,  Rock  Island  & Paci- 
fic bonds  and  put  into  a fire  insurance  fund,  in  the 
hope  that  the  New  Haven  would  build  up  a large 
fund  to  protect  it  against  loss.  The  Directors 
have  not  thought  it  advisable  to  sell  these  securities,  be- 
lieving that  later  they  will  sell  better  in  the  market. 

“ ‘The  Pittsfield  & North  Adams  Railroad  Corpora- 
tion, of  which  we  have  50  shares  of  stock  at  5 per  cent. 
It  might  be  sold,  if  a buyer  could  be  found. 

“ ‘The  Queensbury  Mills  Company  is  a note  of  $266, 
which  I collected  this  morning,  about  fifteen  minutes 
before  I came  to  this  hearing. 

“‘The  Quincy  Quarries  Company,  $2,110,  taken  for 
debt.  We  hope  in  time  to  get  that  paid. 

“ ‘The  Rutland  Railroad  Company  is  a large  item, 
$2,364,000,  on  the  books  of  the  Company.  We  shall  be 
glad  to  sell  that  property,  but  the  Directors,  I think, 
should  be  allowed  to  use  reasonable  discretion  and  not 
be  ordered  to  sell  it  within  a limited  period.  No  one 
can  tell  what  the  future  of  the  Rutland  Railroad  will  be. 
A year  ago  everybody  said  we  must  take  an  enormous 
loss.  But  today  the  gross  earnings  of  the  Rutland  Rail- 
road have  increased  $203,000,  or  22  per  cent.,  from  Jan- 
uary 1,  1916,  to  April  21,  1916.  The  financial  returns 
of  the  property  for  the  first  two  months  of  this  year, 
January  and  February,  show  a balance  over  and  above 
fixed  charges  of  $44,000,  which  is  $46,000  better  than  the 
same  two  months  last  year.  I merely  instance  those  fig- 
ures to  show  that  conditions  change,  and  while  it  may 
seem  easy  and  right  to  order  a property  sold  that  is 
not  worth  much  today,  it  may  in  time  turn  out  to  be 
worth  more  than  now,  and  a forced  sale  is  a bad  thing. 

“‘The  securities  of  the  Waterbury  Gas  & Light 
Company,  have  all  been  sold  within  the  last  few  months. 
The  very  fact  that  the  Company  was  a free  agent  and 
able  to  bargain  on  that  sale  brought  to  the  New  Haven 
treasury  $300,000  more  than  we  could  have  secured  if 
it  had  been  known  to  the  prospective  buyers  that  we 
were  under  bonds  to  sell.  These  properties  we  sold  for 
all  that  the  New  Haven  Company  put  into  them,  and 
about  $80,000  to  boot. 

“‘The  Waterbury  Hotel  Corporation  is  $1,500  in- 
vested in  a hotel  in  that  city,  which  came  to  the  New 
Haven  through  its  acquisition  of  the  Waterbury  Gas 
Light  Company.  We  would  be  glad  to  convert  that  in- 
to cash,  but  everyone  knows  that  hotel  securities  are  not 
very  valuable,  and  they  are  generally  taken  in  a spirit 
of  loyalty  to  the  town  where  your  business  is. 

“ ‘The  Westinghouse  Air  Brake  Company  was  sold 
a long  time  ago. 

“ ‘The  Westminster  Chambers  Trust  is  similar  to  the 
Park  Square  Theatre  Company,  and  we  would  like  to 
get  rid  of  that. 

“ ‘The  Westport  Water  Company  has  been  sold. 


“ ‘The  Worcester  & Connecticut  Eastern  Railway 
Company  is  $32,000  of  bonds  belonging  to  the  New  Eng- 
land Navigation  Company.  That  is  a security  which  we 
hope  to  sell  in  due  time  as  conditions  improve  and  in- 
vestors are  willing  to  seek  such  securities. 

“ ‘Section  3 refers  to  four  little  stub  ends  of  trolley 
properties  that  stand  on  the  Company’s  books  at  $487,- 
397.  We  believe  that  they  are  worth  on  any  fair  basis 
at  least  $100,000  more  than  they  stand  at  on  the  Com- 
pany’s books,  and  we  are  now  in  negotiation  with  vari- 
ous people  about  some  of  them,  and  hope  the  negotia- 
tions will  within  a reasonable  time  materialize.  But 
we  cannot  force  that  sale,  and,  in  my  judgment,  a given 
date  being  fixed  would  delay  the  sale  until  the  approach 
of  the  date  and  entail  additional  loss  upon  the  owners  and 
the  New  Haven  Railroad  is  to  that  extent  hampered  in 
the  conduct  of  this  important  work. 

“ ‘Section  4 refers  to  the  Millbrook  Company.  The 
Millbrook  Company  owns  a large  amount  of  real  estate 
in  Westchester  County,  New  York.  It  is  assessed  at 
$1,917,797,  and  in  1915  its  appraised  valuation  was 
$3,117,333,  and  the  book  value  $3,765,885. 

“ ‘The  Company  expects,  as  is  often  the  case  with 
real  estate  sales,  when  land  has  been  bought  under 
great  excitement  for  corporate  purposes,  to  meet  some 
loss  when  it  sells  them,  but  that  property,  adjacent  to 
New  York,  is  one  that  has  not  yet  approached  its  de- 
velopment in  any  way,  and  is  in  a region  to  which  the 
growth  of  New  York  will  bring,  we  believe,  a very 
marked  development  in  the  next  five  or  six  years.  Long 
Island,  nearby,  is  pretty  well  filled  up.  Along  the  Hud- 
son is  pretty  well  filled  up.  When  the  transit  facilities 
of  New  York  are  co-ordinated  with  those  of  the  West- 
chester, you  can  get  into  a very  beautiful  country  with- 
in 35  or  40  minutes  from  Broadway,  and  at  very  low 
rates.  We  believe  that  fact  will  very  materially  appre- 
ciate this  real  estate,  and  we  do  not  believe  that  we 
should  be  hampered  in  making  disposition  of  our  prop- 
erty by  requiring  that  it  should  be  sold  within  a certain 
period.  There  is  plenty  of  other  property  in  the  vicinity 
for  sale,  and  nobody  would  buy  ours  if  they  knew  we 
had  to  sell,  but  would  wait  until  the  time  was  about  to 
lapse.  There  are  279  rentable  units,  and  only  41  vacan- 
cies, in  the  last  report  that  I had.’ 

“We  have  no  objection,  particularly,  to  limiting  the  activ- 
ities of  the  Millbrook  Company,  to  the  reasonable  duties  of  such 
corporations  in  handling  their  real  estate  and  selling  it.  The 
Subway  and  Westchester  Construction  Company  mentioned  in 
Section  4 has  already  been  dissolved  and  gone  out  of  existence. 

“With  respect  to  the  Park  Square  property,  I think  Mr. 
Philip  Dexter,  unsolicited  by  us,  covered  the  situation  much  bet- 
ter than  I could.  We  are  in  negotiation  today  with  quite  im- 
portant parties  for  the  sale  of  a piece  of  that  property.  I have 
talked  with  some  of  the  gentlemen  who  are  considering  it,  and 
t can  say  that  if  the  Massachusetts  Legislature  passes  an  act 
ordering  the  New  Haven  to  sell  this  property  within  a given 
period  of  time,  the  negotiation  will  at  once  stop. 

“The  general  real  estate  of  the  Company,  scattered  along 
its  lines,  we  shall  be  very  glad  to  sell  as  fast  as  we  can,  and 
as  I pointed  out  to  you  earlier,  we  have  already  sold  $846,000 
of  it.  In  our  judgment  the  making  of  an  order  to  sell  the  re- 
mainder would  not  assist  or  expedite  the  sale.  Later  on  some 
of  the  lawyers  will  discuss  that  question  a little  more  fully  than 
I can. 

“The  Commission  themselves,  on  page  69,  say: 

“ ‘Much  of  the  land  is  for  sale,  but  the  Company 
does  not  find  it  an  easy  matter  to  dispose  of  it.  Many 
of  the  parcels,  it  seems,  are  irregular  in  shape  and  were 
acquired  in  connection  with  the  laying  out  of  new  lines 
or  terminals.’ 

“That  is  very  true.  It  is  a class  of  property  which  is  very 
difficult  to  sell. 
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luiricm  will  ai  once  stop. 

“The  general  real  estate  of  the  Company,  scattered  along 
its  lines,  we  shall  be  very  glad  to  sell  as  fast  as  we  can,  and 
as  I pointed  out  to  you  earlier,  we  have  already  sold  $846,000 
of  it.  In  our  judgment  the  making  of  an  order  to  sell  the  re- 
mainder would  not  assist  or  expedite  the  sale.  Later  on  some 
of  the  lawyers  will  discuss  that  question  a little  more  fully  than 
I can. 

“The  Commission  themselves,  on  page  69,  say: 

“ ‘Much  of  the  land  is  for  sale,  but  the  Company 
does  not  find  it  an  easy  matter  to  dispose  of  it.  Many 
of  the  parcels,  it  seems,  are  irregular  in  shape  and  were 
acquired  in  connection  with  the  laying  out  of  new  lines 
or  terminals.’ 

“That  is  very  true.  It  is  a class  of  property  which  is*  very 
difficult  to  sell. 

“On  page  91,  the  Commission  themselves  say: 

“ ‘Owing  to  the  business  depression  which  has  pre- 
vailed until  recent  months,  normal  market  prices  have 
probably  not  yet  been  reached,  and  in  the  case  of  the 
securities  to  be  sold,  the  fact  that  the  sales  are  enforced 
will  tend  to  depress  prices  and  thus  to  swell  the  losses.’ 

“You  can  say  the  same  about  the  real  estate  to  be  sold. 
The  fact  that  sales  are  to  be  forced  will  tend  to  depress  prices 
of  real  estate,  and  thus  to  swell  the  losses. 

“Section  7 refers  to  the  New  England  Navigation  Company. 
In  presenting  our  case  to  the  Commission  and  in  the  desire  to 
simplify  the  accounts  of  the  Company,  we  recommended  that 
Massachusetts  relieve  whatever  technical  burden  there  was 
which  would  prevent  the  New  Haven  Company  from  taking 
over  the  beneficial  interests  in  any  of  the  trolley  properties.  The 
Navigation  Company  held  $13,709,000  of  the  New  England  In- 
vestment and  Security  Company,  4 per  cent,  gold  notes.  Those 
are  the  notes  of  the  trolley  properties  in  Massachusetts.  There 
is  some  technical  question  involved  as  to  whether  the  New 
Haven  Company  could  take  those  securities  and  hold  them  under 
the  Massachusetts  law.  Also  whether  it  could  take  the  bene- 
ficial interest  in  the  Connecticut  Company’s  $40,000,000  of  stock, 
which  belongs  to  the  New  England  Navigation  Company. 

“We  would  like  to  have  the  New  England  Navigation  Com- 
pany disappear  off  the  books,  and  have  the  assets  and  liabil- 
ities of  that  Company  carried  on  the  New  Haven  books.  We 
think  it  is  in  direct  conformity  with  the  views  of  the  Commis- 
sion in  simplifying  the  accounts  in  trying  to  follow  out  the 
policy  of  the  corporation,  to  reduce  the  number  of  its  corpora- 
tions. We  feel,  however,  that  it  is  of  doubtful  wisdom  to  say 
that  as  a price  for  doing  this  or  that  certain  changes  in  the 
account  must  be  made  which  may  or  may  not  be  correct.  That 
is  something  which  must  be  left  to  the  Directors  and  the  In- 
terstate Commerce  Commission,  and  to  the  general  laws  of  the 
land,  and  I will  discuss  that  a little  more  in  detail  later  on. 

“The  Public  Service  Commission  proposes  that  we  shall 
write  down  the  value  of  the  New  England  Steamship  Company, 
$3,150,000,  and  write  down  the  Hartford  and  New  York  Trans- 
portation Company,  $875,735.20. 

“In  discussing  that  paragraph.  Section  7,  I want  to  call 
your  attention  to  one  feature  about  it.  It  says: 

“ ‘So  long  as  the  New  Haven  Company  shall  con- 
tinue to  hold,  directly  or  indirectly,  a controlling  interest 
in  the  stock  of  the  New  England  Steamship  Company, 
and  in  the  stock  of  the  Hartford  and  New  York  Trans- 
portation Company,  it  shall  not  permit  either  of  said 
companies  to  exercise  any  corporate  powers  and  fran- 
chises except  such  as  are  reasonably  required  for  the 
management,  operation,  maintenance  or  improvement  of 
the  steamship  and  barge  lines  and  lighters  which  they 
own  and  operate  at  the  date  when  this  act  takes  effect.’ 

“The  language  seems  to  imply  that  there  will  be  no  pos- 
sibility, if  the  Interstate  Commerce  Commission  conceives  it  to 
be  for  the  interest  of  New  England  that  the  New  Haven  shall 
go  on  and  operate  those  properties — the  language  of  the  Massa- 
chusetts law  would  seem  to  preclude  all  chance  of  extending  the 
activities  of  those  steamship  companies  for  the  purpose  for 
which  they  are  operated,  namely,  to  run  more  boats,  more 


lighters,  to  run  coal  barges  from  Newport  News  to  Boston  to 
bring  coal  here — and  I may  say  that  if  we  had  two  steam  col- 
liers to  run  between  Newport  News  and  Boston  today  it  would 
mean  hundreds  of  thousands  of  dollars  for  the  New  Haven 
Road  and  for  New  England  at  the  same  time;  and  this  language, 
we  think,  ought  not  to  be  left  in  this  bill. 

“We  feel  that  the  whole  steamship  situation  can  be  safely 
left  to  the  Interstate  Commerce  Commission,  and  that  Massa- 
chusetts should  not  make  any  of  these  good  things  which  they 
recommend  to  be  done  contingent  upon  something  else  to  be 
determined  by  the  Interstate  Commerce  Commission. 

“In  the  same  paragraph  mention  is  made  of  the  stock  of 
the  Providence  Securities  Company.  We  have  no  unwilling- 
ness to  limit  the  Providence  Securities  Company  in  any  way. 
In  fact,  we  hope  to  have  it  disappear  as  one  of  our  companies 
in  due  time  and  have  its  obligations  assumed  by  the  New  Haven 
Company. 

“Another  thing:  In  that  steamship  clause  it  is  required 

that  we  dispose  of  real  estate  within  a given  period.  We  own 
a wharf  in  Fall  River  which  we  would  be  very  glad  to  sell. 
We  have  been  trying  to  sell  it  for  some  time,  and  have  not 
had  a buyer  at  any  price,  and  it  would  seem  unwise  to  make 
our  failure  to  sell  that  property  a basis  for  the  failure  of  our 
whole  plan  as  it  is  proposed,  by  requiring  the  Attorney-General 
to  secure  the  forfeiture  of  our  charter  if  we  fail  to  take  action. 

“Section  8 recites  that : 

“ ‘The  New  Haven  Company  shall  surrender  for  can- 
cellation the  bonds  of  the  New  York,  Westchester  and 
Boston  Railway  Company  which  it  holds,  amounting 
at  par  to  two  million  one  hundred  and  ninety  thousand 
dollars.” 

and  carry  them  into  a special  account  of  which  I shall  speak 
later. 

“Section  9 speaks  of  the  Roxbury  Central  Wharf  and  the 
South  Bay  W^harf  and  Terminal  Company.  W^e  have  no  par- 
ticular objection  to  letting  those  companies  be  annulled.  The 
property  ought  to  go  into  the  New  Haven  Terminal  Yards,  and 
what  is  not  used  there  we  ought  to  sell  if  we  can  get  a buyer. 

“Section  10  takes  up  a very  important  subject — a special 
suspense  or  amortization  account  in  regard  to  various  losses  that 
the  Company  may  sustain  now  or  in  the  future.  Every  large 
business  enterprise,  whether  it  is  a railroad  or  not,  in  its  mul- 
titudinous transactions,  is  always  going  to  make  some  losses  and 
always  to  make  some  gains.  It  does  not  seem  to  the  Directors 
or  the  managers  of  the  New  Haven  Company  that  the  doing  of 
any  of  these  things  which  are  wise  to  be  done  should  be  made 
contingent  upon  some  special  entry  in  its  books,  about  losses, 
until  they  know  absolutely  what  those  losses  are  to  be. 

“The  judgment  of  the  Public  Service  Commission  that  we 
should  write  off  a certain  given  sum  in  the  Westchester,  might 
be  different  a year  from  now.  We  might  be  obliged  to  write 
off  more  then,  or  less.  The  same  thing  might  be  said  of  all 
of  the  small  companies,  or  any  other  piece  of  property  that  you 
take  up.  The  Directors  have  felt  in  trying  to  sustain  dhe 
property  of  the  Company,  that  as  far  as  they  should  go  is 
what  they  said  in  their  annual  report  a year  ago,  on  pages  23 
and  24: 

“ ‘Chpges  and  credits  to  Profit  and  Loss  have  been 
made  during  the  year  as  shown  on  page  32.  For  causes 
that  need  not  here  be  enumerated  there  have  been  de- 
creases in  the  present  value  of  some  of  the  properties, 
and  some  actual  losses  have  been  entered  on  the  books. 

“ ‘Unless  industrial  and  general  conditions  change 
so  as  to  restore  the  value  of  earning  power  of  all  trans- 
portation agencies  the  Company  will  'without  doubt  suf- 
fer considerable  losses  from  the  sale  of  those  properties 
which  the  United  States  District  Court  has  ordered  sold. 
Whether  these  losses  will  be  so  great  as  to  impair  the 
capital  stock  of  the  Company  cannot  be  determined 
until  sales  of  the  various  pieces  of  property  have  been 
made  and  until  the  valuation  now  being  made  by  the 
Interstate  Commerce  Commission  is  completed.  The 
Directors,  therefore,  have  thought  it  was  not  wise  lo 
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“ ‘Charges  and  credits  to  Profit  and  Loss  have  been 
made  during  the  year  as  shown  on  page  32.  For  causes 
that  need  not  here  be  enumerated  there  have  been  de- 
creases in  the  present  value  of  some  of  the  properties, 
and  some  actual  losses  have  been  entered  on  the  books. 

“ ‘Unless  industrial  and  general  conditions  change 
so  as  to  restore  the  value  of  earning  power  of  all  trans- 
portation agencies  the  Company  will  without  doubt  suf- 
fer considerable  losses  from  the  sale  of  those  properties 
which  the  United  States  District  Court  has  ordered  sold. 
Whether  these  losses  will  be  so  great  as  to  impair  the 
capital  stock  of  the  Company  cannot  be  determined 
until  sales  of  the  various  pieces  of  property  have  been 
made  and  until  the  valuation  now  being  made  by  the 
Interstate  Commerce  Commission  is  completed.  The 
Directors,  therefore,  have  thought  it  was  not  wise  to 
make  any  general  charges  to  Profit  and  Loss  at  this 
time,  but  simply  to  state  that  there  may  be  large  losses 
which  may  be  ofifset  all  or  in  part  by  a proper  valuation 
of  the  property. 

“I  presented  to  the  stockholders  of  the  Company  in  April, 
1915,  in  an  address  I made  at  Norwich,  a discussion  of  the  Profit 
and  Loss  Account,  because  I thought  they  should  be  made  to 
know  the  situation,  and  I want  to  comment  on  the  general  sub- 
ject of  Profit  and  Loss,  by  reading  one  or  two  paragraphs  from 
that  address.  The  Federal  Government,  for  reasons  which  we 
need  not  discuss  here,  thought  the  dissolution  should  take  effect, 
and  we  are  under  bond  to  sell  a large  amount  of  property. 
The  Massachusetts  Public  Service  Commission  believes  it  will 
help  the  situation  if  we  are  under  orders  to  sell  more.  It 
may  be  so.  But  Mr.  Prouty,  who,  I think  could  not  be  called 
at  the  time  he  made  his  investigation  of  the  New  York,  New 
Haven  & Hartford  Railroad  so  very  friendly  to  the  situation, 
said  of  all  the  outside  properties: 

“ ‘They  are,  for  the  most  part  of  substantial  value, 
and  in  many  instances  are  a kind  of  property,  the  value 
of  which  should  improve.  The  financial  condition  of  the 
Company  calls  for  careful  consideration  and  prudent  ac- 
tion, but  gives  no  occasion  for  hysteria.’ 

“The  Directors  have  felt  that  there  is  a great  deal  of  truth 
in  what  Mr.  Prouty  said — that  a great  many  of  these  properties 
have  a genuine  value  when  all  this  fuss  and  feathers  have  gone 
by,  and  are  in  duty  bound  to  try  to  get  that  value  for  the 
Company  or  for  the  stockholders. 

“And,  again,  some  of  these  questions  are  settled  by  the 
Supreme  Court  of  the  United  States,  and  cannot  be  settled  by 
the  Massachusetss  Public  Service  Commission  or  by  the  Connec- 
ticut Public  Utilties  Commission,  or  by  any  other  Public  Service 
Commission.  There  have  been  some  cases  where  certain  prop- 
ositions were  laid  down,  and  before  this  valuation  question  is 
worked  out,  no  doubt  there  will  be  other  cases  coming  up 
which  will  lay  down  general  principles  on  which  railroads  shall 
keep  their  books,  and  this  perhaps  cannot  be  settled  and  should 
not  be  made  a condition,  in  my  judgment,  in  a Massachusetts 
bill,  as  to  what  an  Interstate  Railroad  shall  do,  until  those 
questions  are  settled  by  the  Federal  power  in  the  Supreme  Court. 
Among  other  things  the  Supreme  Court  of  the  United  States 
has  said : 

“ ‘The  equal  protection  of  the  laws — the  spirit  of 
common  justice — forbids  that  one  class  should,  by  law, 
be  compelled  to  suffer  loss  that  others  may  make  gain. 

If  the  State  were  to  seek  to  acquire  title  to  these  roads 
under  its  power  of  eminent  domain,  is  there  any  doubt 
that  constitutional  provisions  would  require  the  pay- 
ment to  the  corporation  of  just  compensation,  that  com- 
pensation being  the  value  of  the  property  as  it  stood 
in  the  markets  of  the  world  and  not  as  prescribed  by  the 
Legislature?  Is  it  any  less  a departure  from  the  obliga- 
tions of  justice  to  seek  to  take,  not  the  title,  but  the  use 
for  the  public  benefit  at  less  than  its  market  value? 

“There  is  the  law  of  the  land,  through  the  Supreme  Court. 
The  Directors  of  this  Company,  in  doing  their  duty  to  the 
stockholders  and  to  the  public  they  represent  are  bound  to  take 
cognizance  of  that  law,  are  bound  to  consider  that  much  of  their 
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property  has  increased  in  value,  and  if  they  are  obliged  to  write 
down  the  value,  they  must  retain  the  power  to  advance 
the  values  so  far  as  the  facts  will  permit  until  the  law  takes  it 
away  from  them. 

“The  Massachusetts  Commission  are  quite  liberal  in  their 
suggestion  that  we  set  up  a special  account  to  which  these  mat- 
ters shall  be  charged,  and  until  that  account  is  disposed  of  no 
dividends  shall  be  paid  exceeding  5 per  cent.  That  is  a very 
liberal  construction,  but  unfortunately,  the  Directors  could  not 
carry  out  that  suggestion,  either  under  the  Interstate  Com- 
merce Commission’s  provisions,  or  under  the  law  of  Connecti- 
cut, which  is  equally  important  for  the  protection  of  the  stock- 
holders and  the  Company,  as  is  the  law  of  Massachusetts. 

“Under  the  Connecticut  statutes  no  dividend  is  to  be  de- 
clared while  the  capital  is  impaired,  and  the  Directors  voting  a 
dividend,  yet  knowing  or  having  the  means  of  knowing  that  the 
capital  is  impaired,  are  jointly  and  severally  liable  for  all  losses 
caused  thereby,  and  are  subject  to  $500  fine. 

“When  the  Directors  believe  the  Company  is  able  to  pay  a 
dividend  they  can  declare  it,  and  in  the  absence  of  bad  faith  and 
negligence  they  will  not  be  liable,  though  it  should  turn  out  that 
their  judgment  was  erroneous,  and  the  property  was  not  equal  to 
the  liabilities.  If,  however,  the  Company  consents  to  setting  up  a 
profit  and  loss  deficit  of  perhaps  $30,000,000  or  $40,000,000  the 
Directors  could  not  be  expected  to  declare  a dividend  until  it 
was  made  up.  They  might  firmly  believe  the  Company  solvent, 
but  with  their  own  books  showing  the  contrary,  the  risk  of  the 
huge  personal  liability,  as  well  as  of  the  penalty,  would  be  too 
great.  They  would  have  to  undertake  proof  that  their  books 
were  wrong,  and  this  to  the  satisfaction  of  some  tribunal  that 
might  not  be  fully  competent  to  decide  such  a complex  question 
with  a certainty  of  getting  it  right.  Moreover,  under  these  cir- 
cumstances it  would  be  much  easier  for  one  who  was  disposed 
to  injure  the  road — and  there  are  such — to  prevent,  or  for  a 
long  time  to  delay  dividends  by  injunction  proceedings. 

“Furthermore,  if  such  profit  and  loss  deficit  were  set  up, 
there  appears  to  be  no  way  under  existing  legislation  by  which 
dividends  can  be  paid  on  any  preferred  stock  to  be  issued.  The 
Massachusetts  preferred  stock  act  of  1915  was  designated  to  per- 
mit partial  financing  by  this  means,  which  is  believed  by  many 
to  be  for  the  best  interest  of  stockholders  and  the  public.  And 
we  succeeded  in  getting  appropriate  legislation  in  Connecticut 
and  Rhode  Island,  so  that  if  two-thirds  of  the  stockholders 
want  to  put  money  into  the  property  on  a preferred  stock  basis, 
they  could  lawfully  do  so ; but,  obviously,  they  would  not  do 
it  if  no  dividends  were  to  be  paid. 

“This  act  now  proposed  does  not  prevent  dividends  on  the 
preferred,  but  the  Connecticut  act  above  mentioned  applies  to 
both  classes  alike.  Common  and  preferred  dividends  are  pro- 
hibited if  the  capital  is  impaired.  This  is  clear  from  the  decisions 
already  made  by  the  courts. 


“If  we  should  accept  the  amortization  section  as  proposed 
in  this  bill,  we  would  be  doing  something  which  is  probably 
contrary  to  the  view  of  the  Interstate  Commerce  Commission 
who  have  the  supreme  power  of  saying  how  the  accounts  shall 
be  kept,  and  we  would  probably  annul  the  right  obtained  last 
year  of  using  preferred  stock  as  one  basis  of  trying  to  cure  our 
financial  difficulties.  I do  not  think  for  a moment  that  the 
Commission  thought  the  proposal  would  have  that  effect,  be- 
cause I understood  a year  ago  that  they  were  in  sympathy  with 
the  idea  that  the  Company  ought  to  have  the  right  to  issue 
preferred  stock  as  well  as  bonds.  And  we,  of  the  management, 
claim  that  in  the  exercise  of  a wise  business  discretion,  the 
Directors  should  content  themselves  at  the  present  time  with 
making  known  to  the  public  and  to  the  stockholders  that  there 
may  be  losses,  and  we  should  not  attempt  to  set  up  just  what 
those  losses  may  be.  Or,  if  we  do,  we  should  have  the  right 
to  set  up  certain  increases  in  values,  of  which  we  are  well  ad- 
vised, and  which  we  could  well  prove,  regardless  of  what  the 
Supreme  Court  should  decide  in  regard  to  the  question  of  value. 


“For  instance,  the  Central  New 
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year  of  using  preferred  stock  as  one  l)asis  of  trying  to  cure  our 
financial  difficulties.  I do  not  think  for  a moment  that  the 
Commission  thought  the  proposal  would  have  that  effect,  be- 
cause I understood  a year  ago  that  they  were  in  sympathy  with 
the  idea  that  the  Company  ought  to  have  the  right  to  issue 
preferred  stock  as  well  as  bonds.  And  we,  of  the  management, 
claim  that  in  the  exercise  of  a wise  business  discretion,  the 
Directors  should  content  themselves  at  the  present  time  with 
making  known  to  the  public  and  to  the  stockholders  that  there 
may  be  losses,  and  we  should  not  attempt  to  set  up  just  what 
those  losses  may  be.  Or,  if  we  do,  we  should  have  the  right 
to  set  up  certain  increases  in  values,  of  which  we  are  well  ad- 
vised, and  which  we  could  well  prove,  regardless  of  what  the 
Supreme  Court  should  decide  in  regard  to  the  question  of  value. 

“For  instance,  the  Central  New  England,  which  stands  on 
the  Company’s  books  at  $1,900,000,  is  understood  to  the  ex- 
tent of  $4,000,000.  We  have  a moral  right,  if  not  a legal  right, 
to  at  once  mark  up  the  value  of  the  Central  New  England  secur- 
ities to  something  like  what  they  are  worth  in  the  markets  of 
the  world.  In  a term  of  years  the  Company  has  spent  about  $30,- 
000,000  for  capital  account  and  charged  it  to  operating  expenses. 
The  property  is  there  ; the  money  was  spent,  but  it  cannot  now  be 
carried  into  the  capital  account  because  of  the  rules  of  the  Inter- 
state Commerce  Commission,  which  prevent  the  Company  from 
going  back  to  take  up  that  slack.  So  we  have  to  take  into  ac- 
count the  common  law,  the  Connecticut  law,  the  United  States 
law,  and  use  all  methods  of  financing,  including  preferred  stock, 
if  the  stockholders  decide  to  try  to  do  that — to  use  all  methods 
of  financing  in  this  institution. 

“Therefore  you  ought  not  to  take  from  the  directors  discre- 
tionary powers — if  you  have  any  confidence  in  them  at  all,  and 
you  ought  not  to  make  this  proposed  legislation  dependent  upon 
doing  the  whole  thing,  because,  as  I pointed  out,  those  Directors 
are  morally  and  legally,  and  in  every  way,  charged  with  the 
greatest  responsibility  in  handling  this  property,  and  have  as 
great  an  interest  and  as  great  a responsibility  as  a Railroad 
Commission  in  any  one  of  these  States. 

“There  are  two  sides  to  this  question.  There  is  also  the 
matter  of  good  faith.  We  showed  our  good  faith  when  we  went 
to  Connecticut  and  got  that  State  to  change  their  laws  to,  meet 
those  of  Massachusetts,  and  it  was  part  of  our  plan  to  get  that 
legislation  through,  to  get  authority  to  use  preferred  stock  if 
the  stockholders  desired. 

“Now,  if  you  pass  this  you  vitiate  the  whole  thing  and  prac- 
tically annul  the  implied  contract  of  a year  ago. 

“Section  111  will  ask  our  counsel  to  discuss  in  more  detail, 
as  they  can  do  it  much  better  than  I,  and  the  same  is  true  about 
Section  12. 

“It  might  be  pointed  out  that  counsel  think  that  Section  12 
as  drawn  may  have  the  effect  of  making  it  very  much  more 
difficult  to  take  care  of  betterments  and  additions,  on  such  prop- 
erties as  the  Old  Colony  and  the  Boston  & Providence,  something 
that  we  ought  to  be  very  careful  about  tampering  with,  because 
those  properties  are  very  much  in  need  of  betterments  and  ad- 
ditions if  any  money  is  obtainable  for  those  purposes. 

“The  second  bill,  the  so-called  “Penalty  Bill,”  I shall  also 
ask  the  lawyers  to  discuss,  and  give  the  views  of  the  Company. 
It  might  be  said  in  passing  that  the  duties  of  railroad  directors 
and  the  responsibilities  that  a railroad  director  carries  today  are 
such  that  men  are  not  seeking  those  positions.  If  you  impose 
more  burdens  on  directors  as  proposed  here,  you  are  very  likely 
to  create  a condition  where  many  worthy  men  who  want  to  serve 
their  community  by  acting  as  advisors  to  a railroad  will  decline 
to  take  the  risk,  and  the  management  of  the  corporation  will 
drift  necessarily  into  the  dummy  director  class,  which  will  be 
very  unfortunate,  I think. 

“The  last  bill  is  about  the  Berkshire  Trolleys,  and  we  have 
felt  that  we  should  not,  even  if  we  had  the  right,  go  on  with  any 
further  investment  in  trolley  properties  in  the  western  part  of  the 
State,  and  the  Company  and  its  management  have  no  objection  to 
that  bill. 

“I  understand  that  the  people  in  Berkshire  County  want  addi- 
tional facilities,  and  also  want  the  Cbmpany  to  operate  the  so- 
called  Lee-Huntington  line.  We  are  doing  this  in  a small  way, 
but  it  is  being  operated  at  quite  a severe  loss. 

“That  covers,  gentlemen,  a brief  discussion  of  some  of  the 
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points  I desired  to  make, — of  what  the  management  has  been 
trying  to  do  in  the  last  two  or  three  years,  in  the  hope  that  it  will 
show  you  we  are  earnestly  trying  to  do  our  duty  as  we  see  it, 
and  at  the  same  time  to  keep  the  property  in  proper  condition. 

“Mr.  Macleod  spoke  about  the  necessity  of  considering  the 
interest  of  the  public  at  large,  that  we  ought  to  approach  the 
matter  in  a forward-looking  way. 

“We  agree  with  that,  and  with  the  Commission.  Mr.  East- 
man said,  I think,  that  we  did  not  have  the  courage  to  face  a loss 
on  our  investments.  We  have  that  courage,  but  we  want  to  face 
the  loss  in  a reasonable  way  and  keep  the  loss  down  to  a reason- 
able minimum,  so  that  the  receipts  from  some  of  these  properties 
may  be  used  to  the  best  advantage  of  the  properties  as  a whole. 

“Mr.  Eastman,  among  other  things,  also  said: 

“ ‘If  the  New  Haven  refuses  a reasonable  and  peace- 
ful settlement,  the  Commonwealth  may  well  revoke  its 
charter.  The  New  Haven  spent  its  money  like  a drunken 
sailor.  The  Commonwealth  has  a strong  case  against  the 
New  Haven.  Its  laws  and  its  public  policy  were  disre- 
garded by  the  Railroad  again  and  again.’ 

“We,  on  our  side,  feel  that  this  is  not  a question  of  contro- 
versy between  us  and  the  Commission,  or  between  us  and  the 
Commonwealth  of  Massachusetts.  We  are  not  trying  to  make  a 
“case,”  but  we  want  to  go  along  in  a co-operative  way  and  work 
this  thing  out.  We  want  to  do  our  duty  as  managers,  and  have  the 
State  do  its  duty  as  regulators.  As  managers,  we  have  to  meet 
the  notes  of  the  Company,  to  provide  for  pay-rolls,  to  run  the 
trains,  and  I cannot  believe  that  Mr.  Eastman  really  meant  that 
the  Commonwealth  of  Massachusetts  should  invoke  its  power  to 
throw  this  Company  into  the  hands  of  receivers  if  we  should  fail 
to  work  out  a solution  of  the  problem. 

“We  have  felt,  and  I believe  justly  so,  that  it  was  the  sound- 
est policy  for  the  Company  to  avoid  a receivership,  and  we  tried 
also  to  avoid  a receivership  for  the  Boston  & Maine.  Suppose 
we  had  tried  to  sell  the  Boston  & Maine  a year  ago.  Its  value 
today  is  a great  deal  more  than  it  was  then.  Time  changes  many 
of  these  things,  and  public  opinion  changes  many  things.  What 
might  have  been  the  policy  of  Massachusetts  two  years  ago 
might  not  be  the  policy  now. 

“When  we  had  the  Sound  Line  case  before  the  Interstate 
Commerce  Commission  we  were  astonished'  to  find  that  there 
was  a genuine  outpouring  of  business  men  from  Rhode  Island, 
Massachusetts  and  Connecticut,  protesting  against  further  dis- 
location of  the  New  Haven  system.  These  business  men  have 
had  enough  of  it. 

“As  to  Federal  incorporation,  we  agree  that  it  would  be  wise 
if  we  could  have  it,  but  it  is  beyond  our  reach  at  the  present  time.” 

The  CHAIRMAN.  You  need  not  discuss  that  matter,  be- 
cause it  is  beyond  our  jurisdiction. 

Mr.  ELLIOTT.  “Exactly.  We  want  to  terminate  this 
situation,  and  to  do  it  in  such  a way  as  not  to  hurt  our  credit  or 
our  ability  to  furnish  the  transportation  needs.  You  can  take  any 
one  of  the  great  transportation  systems  of  the  United  States, 
and  you  will  see  what  I mean.  I was  in  Philadelphia  recently 
and  spent  some  time  with  Mr.  Rea  who  stands  very  high  as  a 
railroad  corporation  manager,  and  he  told  me  of  the  great  diffi- 
culty they  have  had  in  merging  their  corporations.  They  have 
hundreds  of  them  and  they  are  merging  them  as  fast  as  they  can. 
You  can  go  into  any  great  corporation  and  find  properties  that 
have  depreciated.  You  must  take  the  whole  picture,  you  must 
trust  somebody,  and  if  you  have  confidence  in  them  you  must 
give  them  reasonable  discretion.  And  just  think  what  we  mu^st 
have,  if  we  are  to  get  our  affairs  into  shape.  ~ “ 

“We  have  had  two  recent  experiences  of  heart-breaking  oc- 
currences which  have  taken  place  in  spite  of  all  that  the  man- 
agers have  done.  To  equip  the  system  with  all  steel  cars  for 
the  main  line  only,  of  the  New  Haven  road,  would  cost  $9,000,000. 
For  the  whole  system,  if  we  equipped  it  with  steel  cars,  it  would 
cost  $23,000,000.  If  the  Boston  & Maine  is  equipped  with  steel 
cars,  it  would  cost  from  $25,000,000  to  $28,000,000. 

“Those  problems  cannot  be  settled  at  once,  the  difficulty  can- 
not  be  cured  immediateL',  but  the  New  Haven  mn.^f  continue  to 


railroad  corporation  manager,  and  he  told  me  of  the  great  diffi- 
culty they  have  had  in  merging  their  corporations.  They  have 
hundreds  of  them  and  they  are  merging  them  as  fast  as  they  can. 
You  can  go  into  any  great  corporation  and  find  properties  that 
have  depreciated.  You  must  take  the  whole  picture,  you  must 
trust  somebody,  and  if  you  have  confidence  in  them  you  must 
erive  them  reasonable  discretion.  And  just  think  what  we  must 
have,  if  we  are  to  get  our  affairs  into  shape.  ~ “ 

“We  have  had  two  recent  experiences  of  heart-breaking  oc- 
currences which  have  taken  place  in  spite  of  all  that  the  man- 
agers have  done.  To  equip  the  system  with  all  steel  cars  for 
the  main  line  only,  of  the  New  Haven  road,  would  cost  $9,000,000. 
For  the  whole  system,  if  we  equipped  it  with  steel  cars,  it  would 
cost  $23,000,000.  If  the  Boston  & Maine  is  equipped  with  steel 
cars,  it  would  cost  from  $25,000,000  to  $28,000,000. 

“Those  problems  cannot  be  settled  at  once,  the  difficulty  can- 
not be  cured  immediately,  but  the  New  Haven  must  continue  to 
operate  its  road  and  your  committee  must  give  such  assistance 
as  it  can. 

“In  the  early  days  when  a new  country  wanted  a railroad, 
what  did  the  authorities  do?  They  gave  bonuses,  land  grants, 
subsidies,  and  everything  to  get  roads  to  come  in.  Here  is  an 
older  country  that  has  got  its  railroads.  They  are  not  adequate 
to  do  the  work  and  it  ought  to  be  the  duty  of  the  States  to  aid 
in  accomplishing  better  results.  And  I do  not  know  of  any 
greater  duty  the  governors  of  the  New  England  States  can  per- 
form than  to  get  together  and  discuss  this  subject  of  transporta- 
tion and  ascertain  how  they  can  put  the  railroads  in  shape  to 
serve  best  the  future  needs  of  New  England.  The  railroad 
business  cannot  go  on  and  grow  unless  many  millions  of  dollars 
are  put  into  the  properties.  So,  it  is  a question  of  helping.  And, 
gentlemen,  unless  you  think  I am  wholly  insincere,  don’t  tie  up 
this  bill  in  such  a way  that  the  good  things,  the  things  which 
ought  to  be  done,  are  contingent  upon  doing  things  about  which 
there  is  certainly  a great  deal  of  doubt.  Put  in  the  wise  pro- 
visions, if  you  pass  a bill,  but  don’t  put  in  these  riders  about 
doubtful  things. 

“You  still  have  the  full  power  over  the  road.  If  I should 
leave  the  Company  and  you  did  not  think  my  successor  suitable 
to  manage  the  property  you  have,  as  is  pointed  out  on  page  82, 
full  power  to  act.  You  do  not  lose  your  control.  We  are  servants 
of  Massachusetts.  The  legislatures  are  our  masters;  and  they 
are  also  masters  of  the  commissions. 

“We  want  to  work  with  the  commissions  and  we  believe  we 
can  sit  down  with  them  and  with  you  and  draw  bills  that  will 
clear  away  the  uncertainty  and  get  this  whole  railroad  question 
so  adjusted  that  we  can  go  ahead  and  build  up  the  roads,  run 
trains  and  give  service  to  the  public. 

“I  have  talked  longer  perhaps  than  I should  have,  but  it  is 
a very  great  subject  and  one  which  it  is  my  duty  to  do  all  I can 
to  correct,  and  cure  and  I sometimes  think  that  two  stories 
which  I will  tell  you  cover  the  situation  better  than  the  longer 
dissertation  which  I have  given. 

“One  is  about  an  old  lady  down  in  the  State  of  Maine  who 
got  on  to  the  little  local  train  to  go  to  a small  station.  A new 
conductor  was  running  the  branch  line  train.  He  did  not  know 
the  old  lady  nor  where  she  was  going,  and  the  station  she  was 
going  to  had  the  nickname  of  “Scratch.”  The  little  local  train 
ran  by  the  station.  The  old  lady  jumped  up  in  great  excitement 
and  screamed,  and  the  conductor  came  back  to  know  what  was 
the  cause  of  her  trouble. 

“ ‘Where  are  you  going?’  he  asked.  ‘I  am  going  to  Scratch,’ 
she  answered.  And  he  replied.  ‘Just  because  you  are  going  to 
scratch  you  don’t  want  to  stop  the  whole  machine,  do  you’  ! ! 

“She  flounced  down  into  her  seat.  She  had  an  upper  and 
lower  set  of  false  teeth,  and  in  her  first  frenzy  got  them  jumbled 
up,  and  when  she  sat  down,  she  jumped  up  with  another  scream. 
The  conductor  said:  ‘You  need  not  be  disturbed  Madam,  there  is 
another  station  right  here,  from  which  you  can  take  a train  back. 
What  is  the  matter  now?’  ‘Oh,’  she  replied,  ‘I  bit  myself.’ 

“Now,  just  because  we  have  got  worked  up  about  this  situa- 
tion, we  don  t want  to  stop  the  whole  machine,  because  we  want 
to  scratch,  and  we  don’t  want  to  bite  ourselves  in  trying  to- 
get  at  the  cure. 

“The  other  is  this : The  Commission  say  that  the  New 

Haven  road  has  not  behaved  right  in  the  past.  We  admit  it. 
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Therefore,  they  say,  we  must  provide  for  all  contingencies  in 
the  future,  and  prevent  them  from  doing  furthe/  wrong.  And 
that  reminds  me  of  this  story : 

“A  New  England  old  maid  of  about  65  years  sat  on  the  front 
porch  of  her  home  in  a little  country  town,  weeping  bitterly.  Her 
friends  came  to  her  and  tried  to  console  her.  ‘Aunt  Mary,  what 
is  the  matter?’  they  asked.  ‘I  am  in  terrible  trouble  and  I don't 
know  what  to  do,’  she  replied. 

“ ‘Tell  us  about  it,’  they  said.  ‘You  have  lots  of  friends  and 
a house  and  a garden  and  money  to  live  on ; why  should  you  be 
troubled  ?’ 

‘ ‘I  have  been  thinking,’  she  answered.  ‘If  I should  get  mar- 
ried, and  if  I should  have  a little  baby,  and  that  little  baby  should 
die,  what  a terrible  thing  that  would  be’  ! ! 

“We  are  imagining  all  sorts  of  things,  conjecturing  the  ter- 
rible things  which  might  happen,  and  trying  to  safeguard  against 
them  all,  instead  of  having  a little  confidence  in  the  people  who 
are  trying  to  pull  us  out. 

“So,  I urge  upon  you  to  try  to  aid  the  Company  in  curing 
this  situation.  There  are  forces  at  work  that  we  cannot  control, 

— labor  forces,  material  forces,  and  congestion ; but  we  are  going 
to  try,  and  if  we  fail  it  will  not  be  for  lack  of  effort  on  our  part. 

“Some  of  the  legal  features  of  this  matter  will  be  presented  to 
you  by  the  lawyers  for  the  Company,  on  Tuesday  morning,  or 
at  whatever  time  the  Committee  may  sit  again.” 

REMARKS  OF  MAJOR  HENRY  L.  HIGGINSON. 

Mr.  Chairman  and  Gentlemen: 

I come  here  as  a citizen  of  Massachusetts,  who  does  not  own 
any  New  Haven,  and  would  not  buy  on  any  account. 

I am  one  of  those  State  Street  men  who  are  supposed  to  be 
wicked.  I hold  no  brief  for  anybody  except  the  State  of  Massa- 
chusetts. Down  in  the  street  we  don’t  try  to  do  anything  about 
this  road  except  to  help  it  in  its  financing,  and  for  those  services 
we  have  carried  on  two  or  three  years,  we  have  been  paid  almost 
nothing.  I am  not  sure  that  we  have  not  made  a loss  on  the 
whole  thing. 

I do  know  that  we  don’t  want  to  be  bothered  with  it,  be- 
cause there  is  plenty  of  good  business  in  the  United  States,  thank 
God,  and  that  has  been  very  bad  business. 

Two  or  three  years  ago  this  road  got  into  trouble,  partly 
because  of  high  wages,  partly  because  of  the  high  price  of  ma- 
terial, partly  because  of  bad  management,  extravagant  manage- 
ment no  doubt,  partly  because  of  very  vicious  attacks  on  its 
credit ; and  its  credit  from  having  been  the  best,  became  the 
worst  here. 

There  was  an  excellent  plan  to  finance  the  road  soon  after 
Mr.  Elliott  came  but  it  was  thrown  down,  most  unwisely  as  we 
thought.  The  road  was  a very  sick  child,  and  we  sent  for  the  best 
doctor  we  could  get,  and  I plead  guilty  to  urging  Mr.  Elliott, 
whom  I have  known  since  he  was  a child,  to  come  to  the  company. 

He  had  been  very  well  brought  up  by  very  able  railroad  men. 

He  had  had  much  experience  and  great  success.  He  was  highly 
prized.  He  turned  down  other  very  good  opportunities,  and  he 
came  to  the  New  Haven.  And  two  or  three  of  us  urged  him  to 
come  and  I was  one  of  them,  and  I am  very  sorry  for  it.  I have 
had  to  apologize  to  him  two  or  three  times  for  pulling  him  out 
of  a pleasant  task  into  a very  disagreeable  one. 

When  the  child  is  sick  the  best  thing  you  can  do  is  to  get  as 
good  a doctor  as  you  can ; and  we  have  got  him.  I don’t  believe 
in  the  United  States, — in  fact  I know, — there  is  a man  of  higher 
character  than  Mr.  Elliott.  He  has  had  great  experience,  he  has  • - 
great  knowledge,  and  he  has  great  skill.  I said  to  our  business 
men  here,  “I  don’t  know  about  railroad  men  but  I do  know  about 
Howard  Elliott,  and  he  will  justify  our  choice.”  And  he  has 
done  it. 

Perhaps  he  has  saved  us  from  a worse  calamity  than  we  have. 

Are  you  going  to  call  in  another  doctor?  Do  you  want  an  apothe- 
cary to  come  in  here  and  treat  the  child?  Do  you  want  a nurse 
to  come  in  here  to  advise  you?  Or  do  you  trust  the  life  of  the 
child  to  the  able  doctor  whom  you  have  employed?  I think  we 
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child  to  the  able  doctor  whom  you  have  employed?  I think  we 
ought  to  trust  this  doctor,  for  the  benefit  of  Massachusetts. 
That  is  what  I urge  you  to  do. 

He  has  got  some  new  directors  to  go  into  the  corporation.  I 
told  one  of  them  this  morning  that  he  was  a jackass  to  go  in  there 
at  all,  because  he  was  liable  for  everything  under  the  sun.  There 
is  nothing  pleasant  about  the  duty,  but  if  anything  goes  wrong 
he  gets  a good  spanking.  It  nearly  killed  some  of  the  older  men. 
Perhaps  they  deserve  it:  I don’t  know. 

Everybody  has  made  mistakes.  I have  committed  a reason- 
able number  of  sins  and  perhaps  some  of  you  gentlemen  belong 
in  that  class  also.  At  any  rate,  here  is  the  sick  child.  We  have 
got  a very  good  doctor,  and  we  better  trust  him  all  the  way 
through. 

About  real  estate,  it  is  our  business  to  buy  and  sell,  and  we 
try  to  do  the  best  we  can  for  our  customers.  If  I know,  Mr. 
Chairman,  that  your  house  is  for  sale  and  you  are  obliged  to  sell, 
and  it  is  worth  $15,000,  I will  tell  my  customer  to  wait  until  the 
time  is  up,  and  then  I will  buy  it  for  $5,000.  If  it  is  known  that 
these  pieces  of  property  must  be  sold  before  a certain  time,  you 
are  stealing  the  money  of  the  sufferers.  They  have  a right  to  a 
fair  price  for  that  property,  and  if  it  is  known  that  it  must  be 
sold,  you  are  stealing  the  money  of  the  sufferers. 

Everybody  knows  that  we  will  wait  for  the  forced  sale, 
thinking  we  will  get  a twist  on  somebody,  and  get  something  out 
of  it.  It  is  a great  mistake  to  say  to  a man,  “If  you  go  in  there 
as  a director,  you  may  have  to  go  to  jail  or  pay  a fine.”  Last 
year  when  Secretary  McAdoo  was  here  we  asked  about  the  laws 
on  interlocking  directorates,  the  silliest  thing  ever  done  in  the 
world.  I said  to  him  at  the  Chamber  of  Commerce,  “I  trade  with 
my  bankers  at  times,  and  so  do  they.”  I said,  “If  I trade  there  I 
may  have  to  go  to  jail.”  He  said,  “I  will  be  very  glad  to  save  you 
from  going-to  jail,”  which  is  very  kind  of  him.  I said,  “You 
don’t  want  that  relation.  You  ought  to  trust  men  or  throw 
them  out.”  There  are  plenty  of  men  who  have  had  more  ex- 
perience than  I,  but  I am  sure  of  this,  if  you  have  anything  to 
manage,  and  I have  had  various  things  in  my  times,  put  in  a good 
man  there  and  trust  him.  Be  sure  you  get  a good  man,  and  if 
you  don’t  trust  him,  tell  him  to  go  out  of  the  door.  If  you  don’t 
trust  these  men,  and  I speak  of  Mr.  Elliott  and  of  his  officers  and 
his  directors,  for  they  are  an  admirable  set  of  men, — either  you 
can  trust  them  and  help  the  State  of  Massachusetts  in  the  matter 
of  transportation,  which  particularly  interests  me  because  we 
go  to  New  York  every  week,  and  we  don’t  like  to  be  killed  on 
the  way — I have  seen  one  accident  there  under  Mr.  Mellen  and 
a more  terrible  sight  we  don’t  desire.  It  is  that  which  interests 
me  and  the  stockholders,  of  whom  I repeat  I represent  none,  but 
I want  those  people  treated  kindly.  It  is  very  easy  to  drive 
capital  out  of  Massachusetts  and  any  such  proceeding  as  is 
proposed  here  with  all  the  objectionable  points  in  this  bill,  if 
carried  out,  would  drive  capital  out  of  Massachusetts.  Don’t 
do  it.  When  anyone  comes  to  us  to  invest  money  we  ask  them 
what  they  want?  And  my  advice  to  them  is  to  buy  what  you 
like  but  look  at  it  carefully.  And  so  here,  look  at  this  carefully 
before  you  do  it.  I could  not  say  a good  word  for  the  New 
Haven  road  or  the  Boston  & Maine  if  the  big  stick  is  up  there. 
The  other  course  is  for  the  state  to  buy  the  railroads  we  have 
here,  and  if  that  is  done,  God  help  the  railroads  and  the  people 
who  ride  on  them,  because  the  state  is  no  more  fit  to  run  them 
than  to  carry  on  a war  in  this  country.  There  is  only  one  thing 
to  do:  If  Mr.  Elliott  and  the  directors  will  stay  there  until  we 
let  them  go,  it  would  be  worth  while.  If  you  don’t  want  to  trust 
those  gentlemen,  let  them  go  now,  and  I can  find  Mr.  Elliott 
and  the  other  gentlemen  a better  chance  than  they  have  here. 
Trust  them,  or  throw  them  out. 
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